Always cite the published version, so the author(s) will receive recognition through services that track citation counts, e.g. Scopus. If you need to cite the page number of the TSpace version (original manuscript or accepted manuscript) because you cannot access the published version, then cite the TSpace version in addition to the published version using the permanent URI (handle) found on the record page. which is particularly suited for mastering tasks of high complexity and creativity and adapting to changing economic and institutional conditions. This paper challenges the assumption that inter-firm projects are persistent organizational arrangements of production in the advertising industry and presents a novel argument about the potential threats to forms of project organization in crisis situations. By exploring the cases of Frankfurt/Main and Leipzig (East Germany), we show that the organization of production is substantially affected by periods of economic crisis or political transformation. We demonstrate that inter-firm projects might be replaced by more durable organizational configurations or might not be viewed as viable options in situations of severe rupture. This applies particularly to the cooperative arrangements in the creative process and leads to an organizational paradox.
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Introduction
In the past years, there has been an increasing academic interest in projects as an organizational form of economic processes. This is due to the increasing importance of projects in large parts of the economy. Some observers might even interpret this as a tendency of projects to replace other forms of economic organization, such as firms and networks, as has been observed in the Hollywood motion-picture industry (e.g. Storper and Christopherson 1987) . Since projects are organized at an inter-personal level and often cross firm boundaries, they seemingly question the firm as starting point of the analysis of the economic process (DeFillippi and Arthur 1998) . Projects are a thoroughly structured, temporary organizational form based on the principle of short-term cooperation. Important characteristics are their institutionalized ending and strong goal orientation (Lundin and Söderholm 1995) . In contrast, other organizational forms, such as networks, emphasize the importance of ongoing, trustbased linkages between firms. Projects are mostly regarded as an efficient form of organization which is particularly suited for mastering tasks of high complexity, stimulating creativity and individual learning and adapting to changing economic and institutional conditions.
Focussing on inter-firm projects, this paper challenges the assumption that projects are a persistent organizational configuration of production, drawing on the case of the advertising industry. The advertising industry was chosen because it is characterized by an almost idealtype structure where inter-firm project organization is the rule rather than the exception. By exploring the cases of Frankfurt/Main and Leipzig, it will be shown that the organization of production is substantially affected by periods of economic crisis or political transformation (Bathelt and Jentsch 2004) . To a certain degree, we support the view that projects are a flexible organizational arrangement capable of adjusting themselves to many challenges in the 2 market environment. In this respect, projects can be more efficient than other, more durable organizational arrangements. In this article, we intend to provide evidence that projects might be replaced by more permanent forms of economic organization in periods of economic or political crises, which is, in part, due to some limitations.
The shift in the organizational form applies particularly to the cooperative arrangements in the creative process and leads to an organizational paradox. Tapping into different mindsets and knowledge pools generally opens up opportunities for creativity. This can be a great help in coming up with new, 'trendy' ideas and designs which enable people to leave the normal path of routine solutions. As such, creativity is an important feature to access new markets and compete for contracts. Although creativity is often a pivotal force to gain competitive advantage, the advertising agencies studied respond to the challenges of crises by reducing cooperation with external partners to a minimum and sometimes fully rely on in-house personnel. This threatens the potential of the respective firms to develop innovative and creative ideas which would enable them to acquire new customers and market segments.
Based on empirical evidence from the Frankfurt/Main and Leipzig advertising industries, it will be shown that many agencies develop a cost-cutting strategy and rely on more durable network-forms of organization during a crisis, instead of trying to overcome this crisis by focusing on their creative capabilities in inter-firm projects.
In discussing this organizational paradox, our paper aims to contribute to recent discussions in relational economic geography by exploring how firms, in regional perspective, respond to crisis situations by changing their organizational structure which, in turn, affects the development path of the respective regions (e.g. Bathelt and Glückler 2003) . The paper is organized as follows. In section 2, the merits and challenges of project organization are discussed. At first, a review is given of the advantages and characteristics of project organization. Then, we point out three types of challenges and problems which exist in projects compared to more durable organizational forms. These challenges are related to the 3 establishment of (i) cumulative organizational learning, (ii) trust and (iii) power relations which are conducive to 'efficient' project work. It is argued that project organization is particularly likely to occur in contexts which are characterized by a clear-cut inter-personal division of competencies and a high need for creative solutions. Section 3 presents the cases of Frankfurt/Main and Leipzig to demonstrate that inter-firm advertising projects tend to shift towards more durable network arrangements in periods of crisis. In the case of Leipzig, characteristics of the advertising industry and its project structures are discussed, which have developed during the course of the political transformation after the Reunification. In contrast to Leipzig, Frankfurt has a large, well-developed advertising sector of national importance.
Here, the structure of cooperation in projects is affected by economic stagnation and substantial cutbacks in advertising expenditures.
Merits and Challenges of Project Organization
Depending upon the perspective chosen, nearly every economic activity could be viewed as a project. Practically all workflows in firms are based on temporary goals and access to resources. Once these goals are achieved, occasional decisions are made about the future distribution of these and further resources. This is even the case in the context of industrial mass production. A good example for this is the automobile industry. Since such forms of organization can even be traced back to medieval times, it would not be true to say, however, that projects are a new way of organizing capitalist labor processes. Based on Giddens' (1990) analysis of the development of modern society, we would argue that the increasing importance of projects and their sophisticated division of labor are a consequence of the dynamics of modernity, stimulated by systematic reflexivity in processes of knowledge creation. A trend towards 'projectification' (Midler 1995) would fulfill the associated needs for structured production as it involves reflexive learning processes build around a sequence 4 of milestone meetings and flexible team structures that can be adjusted to the particular problem to be solved.
In general, three types of projects can be distinguished, i.e. (i) inter-firm projects, (ii) intra-firm projects, and (iii) projects as independent temporary firms or organizations (Ekinsmyth 2002) . Using a broad definition of projects which encompasses all of these types, however, it would be difficult to examine the specific character of projects. In this paper, we focus on inter-firm projects since this type of organization has received relatively little attention in the past. Inter-firm projects cross the boundaries of firms to fulfill a particular economic goal within a given time period. We view projects as an organizational arrangement or form which differs from other organizational forms, such as hierarchies, markets and networks ( Figure 1 ). Differences between these organizational forms are due to aspects, such as durability and institutionalized ending, the degree of interdependence between agents involved, the type of power relations, the degree of reciprocity and character of social interaction, as well as the type of coupling between the project partners (e.g. Bathelt and Glückler 2003) . Our treatment of projects is thus related to the discussion regarding which governance mechanisms occur in economic transactions, depending on the type and context of the transactions (e.g. Williamson 1985; Granovetter 1985; Grabher 1993) . In the next section, some of the important characteristics and advantages of inter-firm project work will be highlighted and compared with other organizational arrangements. The specific challenges and problems which confront project work will then be analyzed.
Merits of Project Organization
Projects are often regarded as an ideal organizational form as they are capable of dealing with the rising complexity of products and services, rapid changes in markets and increasing uncertainties (Hobday 2000) . In this context, projects are seen to be different from more durable organizational forms, such as permanent networks, firms and clusters (Engwall 5 1998) . It is widely acknowledged that project-based cooperation has a number of advantages compared to other organizational configurations. For instance, costs and risks can be minimized (DeFillippi and Arthur 1998; Ekinsmyth 2002) . Inter-firm project work is also conducive to the development of new creative solutions and access to a wider customer basis (Grabher 2001) , beyond that which could be achieved within the dominant routines and narrow mindsets of a single firm.
In contrast to firms, networks or clusters, projects have a given time horizon and predefined deadlines. They are a typical organizational form in areas such as film production, advertising, music recording, the building of motorways, etc. A project usually begins when a goal has been set and the contract signed and ends when the specific project task is achieved (Lundin and Söderholm 1995) . Goals and tasks bind the participants of a project together as a team (Grabher 2002a) . In contrast, cooperation in firms and networks is based on durable systems of goals and often entails a permanent commitment of the people involved (Maskell and Lorenzen 2004) . Similar to networks, projects are characterized by an extended interpersonal and inter-firm division of labor and are based on interdependent relations between the project participants.
In most industries, projects rarely exist in isolation from other organizational forms. In the advertising industry for instance, they are typically organized across firm boundaries and involve a mix of different people from within the main agency, as well as freelancers and people from other firms. This illustrates that projects do not easily question or replace other, more durable organizational forms. Rather, they are often inseparably intertwined with these firms and networks and build upon their existence (Grabher 2004a; 2004b; Ibert 2004 ). In addition, projects are embedded in personal relationships and specific localities (Grabher 2002b ). There is a whole stream of literature that stresses the importance of embeddedness in classical, more permanent organizational forms, such as firms and networks. They act as resources for inter-firm projects from which team members can readily be selected, according 6 to the particular goals to be fulfilled (e.g. Coe 2000; Starkey et al. 2000; Ekinsmyth 2002; Grabher 2002b; Sydow and Staber 2002) . Of course, projects not only benefit from their organizational and institutional context but, in turn, also structure an industry context in a reflexive manner (Windeler and Sydow 2001 ).
Since many people with different qualifications from various departments of a firm, as well as from other firms, work together in a project, a project manager is needed to coordinate and supervise the team members and their activities. The project manager is the reference person for all participants and has the task of establishing trust relations between the participants. This is not an easy task, since projects, just like firms, are characterized by an asymmetrical distribution of information and power. The project manager specifies work standards, job orders, the social division of labor and is responsible for the distribution of incomes and profits. He/she also links the project team to the customer, who defines the deadlines for the project, sets the pace of the work to be conducted and, in many cases, is the decision-maker. The decisions made by the customer and those made jointly with the project manager regarding the standards and tasks serve to structure the project into successive stages and provide some certainty for the participants. Through this, each team member can relate his/her own work to the final goal (Grabher 2002a) .
In contrast to firms and networks, projects are not as dependent on the specific infrastructure provided in particular places as in more permanent settings, such as a firm's workplace (DeFillippi and Arthur 1998). Project members do not have to own this infrastructure if there are possibilities to rent it from others. In this respect, projects strongly benefit from being embedded in fully-fledged clusters where such services are generally available. Their spatial structure is thus more flexible 1 because they can take place in different 1 However, they might stick to major clusters where a wide range of services is available (e.g. Hollywood in the case of film production in the USA). 7 contexts and represent temporary places for knowledge exchange and generation (Amin and Cohendet 2004) . Sometimes, the participants always meet at one particular place, where they interact throughout the course of the project. In other cases, the project participants are spatially separated from each other when they do their work but meet regularly in personal meetings and/or over virtual interfaces in order to exchange intermediate results.
In the context of a project, we cannot expect that a linear transformation of knowledge takes places where implicit knowledge is simply transformed into explicit knowledge (Bengtsson and Söderholm 2002) . Rather, similar to the knowledge-generation process described by Nonaka et al. (2000) , different knowledge pools are made mutually accessible to the participants through articulation and discussion. Then they are combined and recombined, whereby knowledge is explicated and internalized in a reflexive manner, until a possible problem solution or project result becomes visible (Johnson, Lorenz and Lundvall 2002) .
Alternatively, a project can be dissolved before a final solution is reached.
During a project, the participants become familiar with the conceptions and visions of their partners and integrate these into their own practices and contributions. In the long-run, more durable linkages or networks can develop which go beyond the firms' boundaries.
Hence, project organization, in itself, contains a mechanism that stimulates more stable social relations. In some industries, it is more difficult to achieve such stable structures between the members of a project team than in others. An example is the film industry, where the participants of a project already start looking for a new job prior to the end of the project and before more detailed information about the commercial success of the last project is available.
The chances for follow-up projects with the same participants are very limited (DeFillippi and Arthur 1998).
Possibilities to quickly set up a new project team for a specific task largely depend on existing inter-personal networks and access to a latent pool of specialists. In this process of 8 selecting partners for a project team, reputation and 'know-who' play an important role (Gann and Salter 2000; Christopherson 2002; Grabher 2002a) .
Clusters are an important basis for projects because they offer various planned and unplanned possibilities for information exchange and learning. Due to similar experiences, firms in dynamic clusters develop a similar understanding and joint institutional basis. The 'local buzz' of information flows which occurs in a cluster supports the development of suitable project teams and enables firms to evaluate new trends (Bathelt 2005) . Furthermore, it encourages the exchange of experiences and the formation of what we might call communities of practice (Grabher 2002c; . Communities play an important role for individual learning processes in projects because they create a high-trust environment and a common interpretative framework for the participants (Brown and Duguid 1991) . This provides an important basis for a multitude of learning processes, such as 'learning by doing', 'learning by watching' and 'learning by interacting' (DeFillippi and Arthur 1998).
Compared to an integrated firm, projects are associated with lower costs, especially if production involves the use of a highly specific infrastructure. Frequent changes in the composition of project teams also generate a degree of high flexibility (e.g. Windeler and Sydow 2001) . Through this, it is possible to satisfy different customer needs and provide customer-specific project solutions. At the same time, the changing composition of the teams promotes creativity and prevents lock-in effects. In the advertising industry this is particularly important in the creative phase when a new advertising campaign is developed. In permanent organizational forms, it would, in contrast, be rather unlikely that experimental recombinations of ideas and deviations from established standards and routines take place. To maintain these advantages and be able to cooperate openly, however, a minimum of security, reliability and trust must be developed within a project team. Effective institutions need to be created which reward creative thinking and team spirit and eliminate free riders. 
Challenges and Problems of Project Organization
The previous analysis has shown that inter-firm, inter-personal projects are an efficient form for the organization of economic processes. Following Nonaka et al. (2000) , projects could also be regarded as 'ba' or temporary organizational contexts which enable interpersonal learning processes and knowledge transfers. At the same time, they raise problems which concern the sustainability of learning and the generation of knowledge, despite various possibilities for learning processes. Thereby projects might not always be an appropriate organizational form due to the challenges and problems which might exist. There are three types of challenges and problems which are particular to inter-firm projects compared to more durable organizational forms. These are related to the establishment of (i) cumulative organizational learning, (ii) trust and (iii) power relations.
Barriers to organizational learning
Due to the temporary character and changing composition of participants in projects, the question arises as to how routines can be developed which enable knowledge exchanges and learning processes beyond the duration of an individual project (Hobday 2000) . In recent literature, more attention has been paid to the question of how learning processes and knowledge are handled in project-based environments (e.g. Davies and Brady 2000; Gann and Salter 2000; DeFillippi and Arthur 1998; Keegan and Turner 2001; Husman 2002; Bresnen et al. 2003; Koskinen et al. 2003; Grabher 2004a ). Knowledge which is generated during a project is, in the first place, individual knowledge, bound to the team members of the project. To enable cumulative learning and prevent repetition in the learning process in subsequent projects, it is necessary to transfer new knowledge to the organizations from which the project members originate. This is a tricky process, however, which can be problematic because people often retain some knowledge for themselves, instead of sharing it with their colleagues. Therefore, the experiences which team members have collected in prior projects are often crucial for the success of a project (DeFillippi and Arthur 1998). Firms which operate in project-based environments are confronted with the problem of finding external knowledge and resources in a form suitable for new projects (Husman 2002) . Different industries use various strategies in handling knowledge and learning processes (Grabher 2004a) . One could expect, for instance, that subsequent projects in creative industries are more flexible in terms of the composition of team members than those in technical areas. In contrast, the participants in technical projects are more likely to be stable over the course of several such projects.
Overall, knowledge about competitors and the capabilities and trustworthiness of project partners are crucial factors in the success of project-based work.
Problems of building trust
Another problem associated with projects, is the question of how to generate trust and avoid opportunistic behavior. From recent work, we know that the establishment of mutual trust is greatly supported if potential project partners live in the same agglomeration or cluster, since spatial proximity generates many opportunities for face-to-face contact. Such contact becomes even more important when a project is under time pressure and when the division of labor between project members is not quite clear (Grabher 2002a) . For newcomers, spatial proximity to experienced people provides good conditions for the acquisition of knowledge about important conventions and routines through observation and participation. This is a necessary precondition to become an 'insider' (DeFillippi and Arthur 1998; Bathelt and
Jentsch 2002).
On the one hand, the creative, technical and financial tasks of project organization require intensive, trustworthy communication between the project participants. On the other hand, however, conventional trust, which is based on cumulative learning processes (Lorenz 1999) , cannot be easily established due to the temporary character and changing composition of participants from project to project (Koskinen et al. 2003) . This is also complicated by the fact that project members are sometimes bound to different loyalties (Grabher 2002a ).
Thus, a major challenge of projects is related to the establishment of sufficient trust in order to enable the project members to communicate openly with one another. They have to trust that others will not steal specific knowledge or potentially undermine their competencies.
To avoid that free riders harm the atmosphere for knowledge generation, the selection of project participants becomes crucial. This is often based on reputation (e.g. Faulkner and Anderson 1987; DeFillippi and Arthur 1998; Glückler and Armbrüster 2003) and the existence of swift trust (Meyerson et al. 1996) , i.e. a form of trust that results from the evaluation of formal qualifications of the potential project partner. Although these mechanisms cannot fully compensate for a lack of conventional trust, they often become the basis for cooperation. As a consequence, it appears that projects are especially likely to develop in contexts which are characterized by a clear-cut social division of labor. If only a small overlap of individual competencies exists, unintended knowledge transfers are less likely to occur.
Projects and power relations
A further challenge of project cooperation is related to the workings of power relations.
These are intrinsically unequal in character (Taylor 1995; Allen 1997) . Due to the changing composition of participants, power relations have less time to develop and stabilize in projects as opposed to more durable organizations. As in other organizational forms, power asymmetries nevertheless create some sort of hierarchy and dominance within a project. This is supported through project-specific power mechanisms, such as deadlines and milestones which serve as governance mechanisms and are driven by the dominant roles of the project 12 leader and the client. The resulting power asymmetries can be beneficial but may also create problems. On the one hand, they may help settle conflicts between participants and speed up decision-making processes. If conversations are too conflict-ridden and project partners insist on different advertising strategies, the prospects for a successful culmination of the project, on the other hand, may be in danger and the chances for path-breaking solutions be reduced. The question is therefore how to establish stable power relations within the course of a project in such a manner as to enable efficient translation and transfers of knowledge between the project partners despite the temporal limitation of projects. This is a similar question to that which caused Latour (1986) to rethink the meaning of power. He redefined power as a force that is not simply owned or possessed by someone but rather results from social practices, for instance, in the way how third parties can be enrolled into joint action.
Due to the constantly changing composition of the participants in a project and the selection of team members with different experience, taste and attitude, a collision of different 'cultures' may occur. Although a heterogeneous mix of people might be beneficial in that it increases the potential for unique creative solutions, large cognitive differences in the sense of diverging knowledge bases might limit the potential for successful interaction (Nooteboom 2000) . This may cause project instability.
Another problem may be related to the distance which exists between the project partners (Allen 2003) . Communication might suffer as people operate in different organizational contexts and regions with their own peculiarities. Individuals and firms may, for instance, be used to different practices in conducting business with each other, which partners to involve and which not, which 'language' or metaphors to use when communicating, how to combine written statements and gestures in exchanging preliminary project results and the like. In short, this is associated with the existence of implicit knowledge which is not easy to transfer over distance (Maskell and Malmberg 1999) .
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In the literature, it is often somewhat nebulous as to how power relations in projects are organized and how cooperation can be assured. In practice, however, implicit knowledge about how project members envision cooperation appears to play an important role. This implicit knowledge, which affects the ability of project partners to interpret the actions and reactions of others, appears to greatly affect the way in which projects are structured and how they are coordinated. This knowledge results from experience in previous projects and allows for an efficient circulation of knowledge, as long as the other team members share these implicit images. An open question which remains is which mechanisms a contractor can implement to support the establishment of supportive power relations in setting up a project team.
In sum, projects can be characterized as a form of organization which is particularly well-suited to solve production tasks which require a high degree of creativity, willingness to experiment and flexibility. This applies in particular to creative industries, such as design and advertising. If, however, economies of scale gain in importance and similar or larger contracts are made, projects are likely to shift into more permanent forms of economic organization, such as firms or networks. In this case, of course, the previously discussed problems associated with establishing trust and supporting cumulative learning processes disappear over time.
Similar developments can be expected in periods of crisis or political change. We argue in the remainder of the paper that, in some contexts, inter-firm projects are not necessarily the organizational outcome of production even if they were at the outset. Particularly, in severe crisis situations agents might focus on other, more permanent arrangements such as firms and networks instead of projects. Over time, inter-firm projects might not be a persistent phenomenon in economic transactions in the case of severe economic or political crises. We suggest that this is, in part, due to some of the challenges and problems which are associated 14 with project organization, as well as the existing loyalties in performing strategies to secure incomes.
In contrast to firms, project work is usually not characterized by strong technological or organizational routines which have developed in a cumulative way. A lack of routines, in turn, likely makes the team members' interaction and their reactions to crisis situations less predictable. The project manager has the task of making adjustments to accommodate changes in the external conditions. To accomplish this, he/she has to mediate between the different people and organizational 'cultures' involved in the project (see, also, Andersen 2003). This can easily produce conflicts and lead to situations where firms prefer other organizational forms. This will be investigated further in the following sections, drawing on the cases of the Frankfurt/Main and Leipzig advertising industries.
Changes in Project Organization in the Advertising Industry
The advertising industry has always been characterized by a project-based labor organization. This has a number of advantages for the firms involved. There is a constant input of fresh ideas in the creative process and the variety of customer requests can be fulfilled by simply changing the participants in a project and hiring the appropriate specialists.
Advertising projects can be organized at relatively short notice and are usually focused around agencies which implement project structures according to customer wishes. Typical areas for such work are the production of TV spots or the development of product brands, organized around a 'budget'. Despite the long-term perspective offered by such budgets, production is split up in successive projects. These are completed separately but are bound together by a larger advertising strategy (Grabher 2001 ).
Typically, inter-firm advertising projects not only involve suppliers and service providers with complementary skills but also include freelancers. Creative tasks may be undertaken by other firms, freelancers or may be done in-house because agencies have their own departments which do creative work. As such, these projects cross the boundaries of firms in both vertical and horizontal directions. Since jobs in advertising are typically customer-specific, close communication and coordination between the producers and their customers are decisive (Grabher 2002b) . Especially the first stages of a project require close interaction between the customer's marketing people and the contractor's account manager, as well as between the account manager, account planner (who is responsible for the development of an advertising strategy and links the creatives with information about market trends and consumer needs) and the pool of creatives. Through this, the team members are able to come up with an advertising concept which satisfies the customer's needs and builds upon the agency's strengths.
Major projects in the advertising industry are always a challenge because it is necessary to organize a creative process which is partly unforeseeable. This process needs to be organized under great time pressure and various specialists coordinated under the umbrella of the project (Husman 2002) . As opposed to film production, the project teams in advertising do not completely change from project to project, especially as longer-term producer-customer relations and partnerships develop on the basis of successful projects. This general structure of advertising projects can be identified in both cities. The respective industries in Frankfurt/Main and Leipzig have nonetheless each developed their own particular characteristics, which differ from those in other leading centers of advertising, such as London (Grabher 2001 ).
In the following sections, we analyze how advertising projects in Frankfurt/Main and Leipzig have been affected by economic crisis and political transformation. In particular, the strategies agencies have applied to cope with these situations of crisis will be discussed. We aim to provide empirical evidence that inter-firm projects are not necessarily the organizational outcome of production even if they were quite pervasive at some point, a 16 phenomenon which has not yet received much attention in the literature. Severe crisis situations can lead to a situation where agents tend to focus on other, more permanent arrangements, such as firms and networks (as in the case of Frankfurt) or where they do not even develop an elaborate project organization (as sometimes in the case of Leipzig).
Methodology
The analysis presented is based on two separate case studies of the Leipzig media sector and the Frankfurt/Main advertising industry, parts of which have been published elsewhere (e.g. Jentsch 2004; Bathelt 2005) . As will be shown, the advertising industries in both cities have different characteristics and the type of crisis experienced also differs substantially.
While Frankfurt/Main has experienced an acute economic crisis, Leipzig (East Germany)
suffers from chronic problems as a consequence of the political transformation related to the German Reunification. Therefore, it would be difficult to compare both case studies with one another. Our main goal is, however, not to compare the two empirical cases. Despite the different contexts, Frankfurt/Main and Leipzig were chosen because they show that severe economic and political crises can lead to situations where projects are being replaced by other, more durable forms of economic organization or where they are no viable organizational option to choose from. Due to differences in the development of both cases and the availability of data, the selection of firms was based on different data sets. In Frankfurt/Main, we were able to access a well-structured data bank of the local industry association which lists advertising agencies according to the statistical definition of this industry (Industrie-und Handelskammer Frankfurt/Main 2002). In contrast, we were only able to use a firm directory which was based on a self-classification of firms in the case of Leipzig (Stadt Leipzig 2000) . In order to emphasize this difference, the terms 'advertising firms' and 'advertising agencies' are used to refer to members of the advertising industry in Leipzig and Frankfurt/Main, respectively. This owner-led firms were selected for our interviews (Table 1; Table 2 ).
Economic Crisis and Change in the Frankfurt/Main Advertising Industry
With a turnover of more than 2. (Slesina 1987; Kellner 1995) .
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Except for these international advertising groups, the agency landscape in Frankfurt/Main is primarily characterized by many small, owner-led agencies which have been founded later on, especially during the 1990s. This was also reflected in our sample (Table 3 ). The growth of Frankfurt/Main into a center of the advertising industry is related to the high density of consumer good producers (or important facilities of these firms) with major advertising budgets (Horizont 2002 (Figure 2) . Along with these agencies, the city has developed a broad infrastructure of suppliers and service firms to the advertising industry. This is important as agencies rely on spatial proximity to potential suppliers, creatives and other service providers to complete complex projects which require close monitoring of all participants under rigid time pressure (Jentsch 2004 ).
In the city, projects of different magnitude and complexity are accomplished with the involvement of numerous external project partners on both local and international levels.
Interestingly, we found that the relationship between agencies and customers was not as intensive as in other advertising centers, such as London (Grabher 2001) or in Japan (Moeran 2003) . Although customers are typically integrated in decision-making processes regarding the selection of specialized or prestigious service providers, e.g. the stage director for a project, they often do not know whether and to which degree their contractors involve external creatives in the conception phase. As opposed to London, the selection of cooperation partners in Frankfurt/Main is strongly based on trust which has been nurtured in previous projects. In both centers, the composition of project teams is also influenced by reputation and builds upon latent networks (Grabher 2001; Jentsch 2004) .
Trust between agencies and their project partners becomes more important the higher the costs and time constraints of a project. Small agencies, which often do not have departments responsible for such areas as account planning or art buying, are more dependent on external partners than large agencies. Further, firms which operate fairly self-sufficient without contacts with larger advertising groups, often rely primarily on local project partners.
In contrast to advertising groups, they tend to choose the same partners in subsequent projects, creating a network rather than a project structure. Larger advertising groups and agencies with former employees from such groups draw from a larger pool of potential project partners than small firms. They benefit from processes of agency hopping through which they establish contacts with many other firms at an inter-personal level.
The tendency of advertising agencies in Frankfurt/Main to rely on partners from previous projects is not only a matter of trust. Rather, repeated cooperation with the same partners has a self-reproductive effect due to specific competencies which result from joint interaction. Agencies become quite familiar with the standards and procedures of their partners which allows for efficient communication. This also helps to mobilize individual knowledge which has been obtained at a personal level in earlier projects. Due to this practice to rely on known partners, some agencies have developed a close network of service providers and freelancers with whom they cooperate. In contrast, agencies in the London advertising industry are seemingly much more interested in constantly involving new partners who are engaged in other projects to get access to a broad competence and knowledge pool which guarantees a high degree of novelty (Grabher 2002b; Grabher 2004a) . Overall, the linkages between project participants in Frankfurt/Main appear more stable than those in the dynamic London advertising scene.
Even small agencies in Frankfurt/Main mentioned that they do not rely on the assistance of local institutions when looking for suitable external partners. Based on their experience, they have access to a pool of potential project partners or rely on the recommendations of colleagues in these firms. In putting together new project teams, these firms usually do not see a need to contact the growing number of independent production managers and art buyers who operate as freelancers in the region and have access to a large number of potential project For the advertising agencies interviewed in Frankfurt/Main, this crisis in advertising expenditures has become apparent through increased price pressure from the customers and an increase in competition. Advertising groups, for instance, which have traditionally focused on large budgets, have since begun to compete for smaller projects with small owner-led agencies. Another consequence of the crisis is that customers avoid making longer-term contracts with individual agencies. This leads to an intensification of the hierarchical power relations between customers and agencies in a dualistic way.
Most agencies have reacted to this economic crisis by making cutbacks in employment.
Our study clearly shows that agencies have also reduced the extent of cooperation with external creatives and other suppliers to reduce costs. 21 providers and freelancers. They are forced to sell their services at dumping prices to get any business at all. As a consequence of these cutbacks, almost all agencies interviewed cooperate less with external partners than before the crisis (Bathelt and Jentsch 2004 ). This has resulted in an organizational paradox in the creative process. Instead of trying to use external partners to come up with innovative or creative advertising campaigns which could provide them with additional contracts in the future, cost-cutting measures have received priority. Through this, agencies reduce interaction with external partners, especially creatives, to a minimum and rely on intra-firm resources. At the same time, the number of bankruptcies has increased in the supplier and service sector. The fact that the agencies cut down on inter-firm cooperation also appears problematic, as it bears the risk of lock-in. Changes in the supplier sector due to new start-ups might, however, also help agencies abandon old routines once the crisis is over, as this enhances the potential to establish different linkages with new partners. 4 One could ask why agencies do not externalize their creative tasks to cut costs. This does normally not happen occur because a particular form of creativity is often closely connected to the core competence of an agency. To give up this competence could seriously threaten an agency's image and eventually its performance.
5
Especially larger agencies also have internal organizational means to encourage creativity, for example by reassigning creative staff or hiring new people. The inclusion of external creatives, however, offers a wider range of option for experiments than would be possible within the set of established routines of a single firm and could help access new markets. Despite the importance of creativity, we also have to keep in mind that not all advertising projects are equally dependent on a high degree of creativity or 'newness'. In general, however, creatvity is a decisive factor in the advertising industry in order to acquire new customers.
Leipzig's Advertising Industry After the Reunification: The Effects of Political Transformation
In contrast to the situation in Frankfurt/Main, the East German advertising industry did not benefit from relocations of prestigious American agencies in the post-World War II period.
Instead, the advertising industry in the German Democratic Republic (G.D.R.) remained in the shadow of its West German counterparts. The production of advertising contents was also forced to fulfill particular political goals. The industry experienced only a short growth period during the 1960s, due to an increase in product variety. After 1970, private advertising was almost nonexistent because privately owned firms were transformed into state-led collective companies. Due to this shift, product development in East Germany stagnated. The advertising industry was dominated by the Deutsche Werbe-und Anzeigengesellschaft (DEWAG), a large, vertically-integrated state-owned company which had resulted from nationalization processes (Tippach-Schneider 2004) . Creative inputs played only a minor role in the industry because advertising was used as a means of political propaganda and was not influenced by market-led competition.
As a consequence, the Leipzig advertising industry still differs in its structure from that in West German cities and other European advertising centers even 15 years after the Reunification. Differences also exist with respect to the relationship with consumers. There still seem to be differences in the way how people from East and West Germany evaluate advertising campaigns. Their attitudes toward advertising in general, particular topics and even the kind of humor differ (Nöcker 2003) . This makes it somewhat difficult for West German firms to enter East German markets.
Although parts of the former DEWAG were based in Leipzig, its advertising industry was in an infant stage at the time of our study. Even today, this industry is still dominated by owner-led advertising firms which primarily focus on print media. They do not require creative inputs to the same extent as, for instance, firms which design TV spots. Nearly all of the firms interviewed were founded after the Reunification (Table 4 ) and had only a few employees (Table 2) which is not covered by the agency (e.g. web design). According to our interviews, however, such practices are rather an exception. Existing subcontracts involve relatively little interaction, thus limiting the potential for the generation of creative ideas. This low interest of individuals in close inter-personal and inter-firm interaction can, of course, only partially be viewed as a consequence of the political transformation process, as successful cooperation has not been the rule beforehand. Our observations suggest that inter-firm project organization has sometimes not been an option for owner-led firms due to negative experiences with both the system of state monitoring in the G.D.R. and the Reunification. A couple of the owners interviewed mentioned in this context that they were still somewhat reluctant to cooperate with other firms because they experienced that a former partner had worked for the 'Stasi', the G.D.R. secret police. According to a study of Metze and Schroeckh (1998) , distrust was still an important factor during the mid 1990's. It prevented loose linkages between firms becoming more intensive, involving close interaction between employees at different levels.
The 'culture of distrust' (Thomas 2001) which developed since the Reunification, or still exists from the previous time period, seems to prevent firms from engaging in cooperative arrangements. As some interviewees mentioned, firms from West Germany who had moved to Leipzig in the early transformation period did not treat their East German partners in a fair way. In short, the lack of intense local linkages in the Leipzig advertising industry does not serve to stimulate the quality of local buzz. Further, Leipzig's advertising industry is primarily characterized by relatively simple, small projects which often do not require much interaction.
The tendency to avoid close contact with others is also apparent in the communication with customers, creating a structure which has been referred to as the 'distanced neighbor' paradox (Bathelt 2005) . Some owners seemed to be anxious to reduce customer contact to a minimum in order to save time and money. They only engage in more intensive interaction in the initial phases of making contact. Even though they aim to conduct regular business with these people, they do not view them as a vital source of ideas to be further exploited. One interviewee mentioned that customer contact that is too close distracts him from the really important tasks. This form of customer contact may be possible in some standardized projects 25 but is not sufficient to fulfill more complex tasks. It is, thus, not surprising that only a few advertising firms were found which focus on creative and experimental designs and try to enter new markets. Leipzig's advertising firms tend to concentrate on long-term business relations with regional customers. In the short-run, this seems to offer obvious advantages to the firms. Potential problems can, for instance, easily be solved in personal meetings at short notice. Further, face-to-face contact in ongoing business relations does not need to be as frequent as in new business relations.
At the same time, the advertising firms in Leipzig seem to have problems acquiring customers in West Germany. This reveals an image problem of the East German advertising industry; that is, it is considered to be old-fashioned and not very innovative due to the structures which developed in the G.D.R. West German customers hesitate to do business with advertising firms from the seemingly 'less-creative, under-developed East'. In order to overcome this negative image, one firm from Leipzig initiated a strategic partnership with a Stuttgart-based agency. Most of its creative jobs are now done in Stuttgart. This cooperation was made possible due to the prior existence of close personal relations. Overall, it seems more difficult for East German firms to access West German markets than vice versa.
In addition, the advertising firms are also threatened by competitors from West Germany, which establish small branch offices in Leipzig to gain market access. These agencies, however, execute most of their production and design activities outside the region.
Overall, this creates fierce price competition in an already tight local market. As a result, innovativeness and creativity are not decisive factors in competing for contracts with local customers. This serves to freeze conservative structures in the local media industry and blocks off social practices, such as interactive learning or intra-firm project work. It also generates another organizational paradox in the creative process (Bathelt and Jentsch 2004) which is somewhat different from that identified in Frankfurt/Main. Firms focus on price rather than on creativity and innovative design which would be a requirement to access West German 26 markets. Therefore, firms continue to rely on the stagnating local market and miss out on developments which take place elsewhere, as this would require a creative focus. It thus appears that Leipzig's growth potential and prospects to develop into a prestigious center of advertising are clearly limited.
Conclusions
This paper develops an argument which has not yet received much attention in the literature on inter-firm projects as an organizational form of economic production. We have shown that projects are flexible organizational arrangements which can adjust to changes in external market conditions as team members can be chosen according to their specific talents and the characteristics of the task to be solved. At the same time, this phenomenon could be less pervasive as some observers of the recent discussion on project organization might expect.
The previously discussed cases of the Frankfurt/Main and Leipzig advertising industries have shown that inter-firm projects might be replaced by other, more permanent forms of economic organization or they might not come into question as alternative organizational arrangements in cases of severe economic or political crisis. The paper emphasizes, however, that such shifts are by no means homogenous over space and time. From a relational view, responses of individual agents and firms depend on the particular context in which they act and interact and the respective historical development path, part of which is related to regional specificities. This becomes clear in the two regional cases studied.
In Frankfurt/Main, project organization is less flexible than expected, as relatively stable networks have developed over time. Projects are often a consequence of ongoing cooperation between the same agencies and project partners. Due to the present economic crisis in advertising expenditures, inter-firm cooperation has been minimized to employ in-27 house resources. Horizontal cooperation with external creatives, such as specialized freelancers, has especially suffered from this.
Despite the changes in the political and economic context due to the Reunification, advertising projects with intensive inter-firm linkages have not yet developed in Leipzig. In contrast, the new structures in this industry restrain rather than support flexible cooperation in projects. This applies to both cooperation with suppliers and customers, as people in advertising agencies are hesitant to cooperate with external partners. This risk-adverse attitude towards inter-firm interaction is due to a number of reasons. Besides price competition and the reliance on non-creative market segments, it is sometimes related to negative personal experiences during the G.D.R. regime or the Reunification period.
Both examples show that organizational configurations have developed in the advertising industry which are susceptible to economic and political crises. The resulting changes in project organization have given rise to a situation in both cities which we refer to as an organizational paradox. To overcome the crises, agencies have shifted their project organization toward a more stable network type of relation and more intensive use of in-house resources, instead of inter-firm cooperation. Rather than concentrating on creativity and innovation to access new market segments and regions, advertising agencies focus on lowering costs. This could potentially draw them into a vicious circle of downsizing and costcutting measures.
The implications of our analysis for future developments are mixed. In Frankfurt/Main, it can be expected that an economic upswing would once again stimulate cooperation with external project partners. In doing so, the agencies can draw from existing or latent networks of service providers and suppliers. This might even give rise to more flexible forms of organization than those that existed before the crisis. In Leipzig's advertising industry, interfirm cooperation is less likely to develop to any great extent, as long as there are no initiatives to stimulate general economic development in the customer and supplier industries. 
